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EXECUTIVE SUMMARY  
 

Communications companies operating in Alaska provide service to customers in 

some of the most remote and challenging areas in the country. Three factors exacerbate 

the challenge: sparse population, lack of highway infrastructure, and topography and 

climatic conditions.  

Copper Valley has been operating under a specific set of FCC and state of Alaska 

rules through the effective date of December 29, 2011 of the Commission’s 

Transformation Order. These rules permitted CVTC to act as a carrier of last resort and 

provide service to customers in its territory. Changing to another set of rules and applying 

those rules to legacy investment is grossly unfair, especially in light of the operating 

challenges faced in the rugged Alaska territory that it serves.   

The Commission’s proposed quantile regression approach is based in part on the 

relationship of the study company to “similarly-situated peers.”  The proposed quantile 

regression approach does not utilize two important attributes of topography and geology 

for companies such as Copper Valley that operate in some of the harshest operating 

conditions in the United States. It seems illogical to assert that Copper Valley has been 

placed in a similarly-situated peer group if one chooses to ignore topography, geology 

and climatic conditions that serve to create much higher than average costs for Copper 

Valley to operate. We submit that the Commission’s proposal to adopt regression caps 

that apply to legacy capital expenditures is unlawful and constitutes retroactive 

ratemaking.  We believe that changing the recovery rules for investments placed into 

service prior to the effective date of the Transformation Order does not comport with the 

Act and basic rules of administrative procedure. 
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INTRODUCTION AND BACKGROUND        
 

The purpose of these comments is to respond to the Further Notice of Proposed 

Rulemaking of the Federal Communications Commission released on November 18, 

2011. In the instant Further Notice, the Commission seeks comment on certain additional 

issues in the universal service and intercarrier compensation proceeding. We are pleased 

to have the opportunity to offer specific comments addressing the regression analysis 

issues placed in section E. of the Further Notice (Limits on Reimbursable Capital and 

Operating Costs for Rate-of-Return Carriers).  

Copper Valley Telephone Cooperative, Inc. (CVTC) is a rural Alaska cooperative 

serving six exchanges and is headquartered in Valdez, Alaska. CVTC serves some of the 

most remote and challenging areas in Alaska.  

CVTC operates in two districts, with the district offices located 100 miles apart. It 

is a two hour drive over Thompson Pass that traverses the Chugach Mountain range. The 

Glennallen District serves four exchanges covering approximately 8,800 square miles.  It 

is a two hour drive from the Glennallen office to the Mentasta exchange.  It is a four hour 

plus drive to the McCarthy exchange that is located within the country’s largest national 

park.  
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OPERATING CIRCUMSTANCES IN ALASKA REQUIRE SPECIAL 
CONSIDERATION     
 

Communications companies operating in Alaska provide service to customers in 

some of the most remote and challenging areas in the country. Three factors exacerbate 

the challenge: sparse population, lack of highway infrastructure, and topography and 

climatic conditions.  

 
Sparse population 

The service territory for CVTC is approximately 9,600 square miles. This equates 

to a service territory that is approximately the size of the State of New Hampshire, but 

with a much smaller population of approximately 7,000.  This equates to a population 

density of less than one person per square mile.  

Lack of highway infrastructure

Four of the six exchanges served by CVTC are on the road system (Valdez, 

Glennallen, Chitina, and Mentasta).  The two exchanges CVTC serves that are not on the 

road system provide logistical challenges.  

Tatitlek is a native village in Prince William Sound. To get to Tatitlek, it is a 20 

minute small plane ride or a 2 hour boat ride. In order to provide broadband service to 

this Alaska native village, CVTC and its affiliates constructed a microwave system that 

required four hops. The longest hop is approximately 40 miles over water. To access 

three of the four remote microwave hop sites requires the use of a helicopter for 

transportation.  

The McCarthy exchange is located 90 miles off the Richardson Highway. 

Approximately two thirds of this distance is on an old railroad bed. During the summer 
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season, it requires about a four hour drive from the nearest CVTC office. During the 

winter, access is limited as the one hour flight required may be grounded due to the 

extremely cold temperatures (minus 50 degrees Fahrenheit) often experienced in that 

region.   

Topography and climatic conditions 

In addition to the distances, the operating environment is extreme.  Valdez 

receives an average of 327 inches (27.25 feet) of snow annually. The Glennallen District 

sees winter temperatures of -50 degrees F in the winter season and lightning storms in the 

summer.  

CVTC has loops as short as several hundreds of feet and some are as long as tens 

of miles. In order to provide high speed broadband, CVTC has been working to shorten 

these loops.  This has proved to be challenging in the areas that lack a commercial power 

source, requiring CVTC to innovate to meet service requirements by using state of the art 

fiber fed equipment with copper pair line powered equipment to extend broadband to 

customers that face this situation.  

Construction in the CVTC service areas can prove to be quite expensive. One 

piece of the CVTC fiber network passes through the Keystone Canyon.  This is a 3 mile 

canyon that required boring under the canyon to bring fiber to Valdez.  The price for this 

project included costs of $132 per foot just for the boring work, or nearly $700,000 per 

mile. This fiber also traverses Thompson Pass, which is the same region that the Trans 

Alaska Pipeline (TAPS) traverses carrying crude oil from Alaska’s North Slope to the 

tide water in Valdez. It is worth noting that this section of the TAPS was one of the most 

expensive sections of pipeline of the entire 800 mile TAPS route.  
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Also worth noting is that in the Glennallen District, there are sections of 

permanent permafrost which requires added construction costs.  

APPLYING REGRESSION ANALYSIS TO EXISTING INVESTMENT IS 
UNLAWFUL AND CONFISCATORY        
 

CVTC has been operating under a specific set of FCC and state of Alaska rules 

through the effective date of December 29, 2011 of the Commission’s Transformation 

Order. These rules permitted CVTC to act as a carrier of last resort and provide service to 

customers in its territory.  

For example, recent service projects have included two that allow the provision of 

fixed and mobile broadband to Alaska native villages.  First, CVTC recently completed 

an 84.2 mile segment of fiber to CVTC’s service boundary, where it connected with the 

Alaska Power and Telephone fiber network located in Tok, Alaska.  This project cost 

approximately $9,858,768 for fiber and copper.  This project provides terrestrial 

connectivity to the Alaska native village of Mentasta, allowing the provision of fixed and 

mobile broadband to the village as well as to the residents along the highway. Second, 

CVTC recently extended fiber and new copper from Kenny Lake to Chitina, covering a 

distance of 10 miles at a cost of $2,623,718.  This project provides terrestrial connectivity 

to the Alaska native village of Chitina, allowing the provision of fixed and mobile 

broadband to the village.  

Changing to another set of rules and applying those rules to legacy investment is 

grossly unfair, especially in light of the operating challenges faced in the rugged Alaska 

territory that it serves.  The Commission’s proposed quantile regression approach is 

based in part on the relationship of the study company to “similarly-situated peers.”  As 
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stated in the Commission’s October, 2011 Transformation Order at footnote 1 of 

Appendix H: 

The term “similarly-situated peers” means that, based on data from all 
the carriers in the analysis, if there were (hypothetically) 100 study areas 
with independent variable values that were nearly the same as those with 
the study area in question, 90 of them would be expected to have equal to 
or less than the 90th percentile prediction. It does not mean the carriers 
with the most similar number of loops (or values of the other variables). 
 
Ambiguity lies in the wording: “independent variable values that are nearly the same as 

those with the study area in question.” Under the current wording, “nearly the same” is 

immeasurable. Until a measurement of similarity is imposed, the categorizing of 

companies as being similar under the Commission’s current wording appears ambiguous 

and arbitrary. 

The proposed quantile regression approach does not utilize two important 

attributes of topography and geology for companies such as Copper Valley that operate in 

some of the harshest operating conditions in the United States. It seems illogical to assert 

that Copper Valley has been placed in a similarly-situated peer group if one chooses to 

ignore topography, geology and climatic conditions that serve to create much higher than 

average costs for Copper Valley to operate.  

We submit that the Commission’s proposal to adopt regression caps that apply to 

legacy capital expenditures is unlawful and constitutes retroactive ratemaking.  We 

believe that changing the recovery rules for investments placed into service prior to the 

effective date of the Transformation Order does not comport with the Act and basic rules 

of administrative procedure. Several parties have already sought review of this aspect of 

the decision with the Appellate Courts.  
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Respectfully submitted,  
 

Via ECFS at 1/17/12 
 

David Dengel  
CEO/General Manager  
 


